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aCCeSS TO SaNiTaTiON aNd SaFe waTer:
GLOBaL parTNerSHipS aNd LOCaL aCTiONS
Water tariff setting and challenges for meeting water 
coverage target of millennium development goals in Ghana
W. K. Siabi & P. E Pebla Tambro, Ghana
Ghana is pursuing strategic plans towards the achievement of water coverage targets set under the UN 
Millennium Development Goals by year 2015. About 75% of the population is expected to have access to 
potable water supply for domestic use. One of the key factors that may derail the achievements of this target 
in rural communities and small towns is high water tariff. Water tariff setting is achieved under two differ-
ent legislations. Whereas the Public Utility Regulations Commission and Ghana Water Company Limited 
regulates water tariff for urban communities, the Community Water and Sanitation Agency facilitates water 
tariff setting for rural communities and small towns. The level of water tariff is related to the level of patron-
age of water facilities, especially in rural communities. It is therefore a critical factor to be considered when 
planning towards achievements of water coverage targets for the MDGs.
Background
water tariff setting in Ghana is undertaken under two different legislations. whereas the public Utility 
regulation Commission (pUrC), established by an act of parliament of Ghana, act 538 in 1997, to regulate 
the provision of services in the water and electricity sectors by examining and approving rates chargeable 
for the provision of utility in urban communities and cities (community size related to water supply only), 
the Community water and Sanitation agency (CwSa), also established by an act of parliament, act 564 
in 1998, facilitates water tariff setting for rural communities and small towns. Under urban water system, 
the Ghana water Company Limited (GwCL) makes proposals on water tariffs to the pUrC for review and 
approval.
High water tariff in rural communities has been identified as one of the emerging challenges likely to affect 
the current drive in the water and sanitation sector towards provision of potable water to meet the United 
Nation Millennium Development goals in 2015. Water demand studies carried out by the authors confirm 
that whereas more communities are being provided with safe water supplies, the per capita water demands 
keep dwindling. Ghana set ambitious goals for accelerated growth and poverty reduction, under the Growth 
and poverty reduction Strategy i & ii (GprS i & ii) and vision 2020. The growth and poverty reduction 
targets set are linked to improvements in water delivery, which is directly related to health improvements. it is 
expected that the provision and use of potable water by communities will reduce the incidence of diseases and 
health budget at the household and national levels, enhance wealth creation and improvement in the quality 
of life of communities. it is proposed that by 2015, Ghana would achieve its UN Millennium development 
Goals (MdGs) target of about 75% water coverage. The CwSa’s Strategic investment plan (Sip) for the 
rural water and sanitation sector also proposed 85% water coverage for rural communities and small towns 
by year 2015 (Ministry of water resources, works and Housing/CwSa Strategic investment plan, 2004). 
The objective of this paper is to provide information on the impacts of water tariff levels on poverty reduc-
tion as well as water demands and coverage targets set out by Ghana towards achievements of UN MdGs.
access to safe drinking water in rural communities and small towns depends on three major factors 
namely,
•	 availability of an improved water supply facility at the community level.
•	 water tariff level.
•	 Health and hygiene education and promotion.
water tariff setting plays a critical role in the achievement of the MdGs target for domestic water supply. 
Unless water tariff is affordable, the target for the provision of physical water facilities may be achieved, 
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but the facility may not benefit the communities if they cannot pay for the water as a result of the high tariff 
level.
Classification of water consumers
Water consumers (communities) are classified in Ghana based on population of the community, the source 
of funding for the installation of the water facility, and the operation and management option adopted. Com-
munities below population of 2,000 are referred to as small communities, whiles those within the population 
range of 2,000 to 15,000 are classified as small towns. Water facilities are provided to these categories of 
communities through donor funds. implementation of such water facilities are facilitated by the CwSa and 
are managed by the communities through either their water and Sanitation development Boards (wSdBs) 
or private sector participants. water facilities for Communities with population above 15,000 (urban) are 
financed by the Government of Ghana and managed by GWCL. The population boundaries between these 
two categories of communities overlap sometimes up to population of about 50,000 depending on location, 
socio-economic and political factors.
Urban water tariff for year 2007
Water tariff for urban water supplies is first proposed by the GWCL and is reviewed and approved by the 
pUrC. The water tariff proposal is based on socio economic as well as political factors. in order to arrive 
at an appropriate water tariff, the overall cost of water production and distribution must be determined. The 
critical cost elements considered during calculation of the water tariff are:
•	 Maintenance of assets and equipment.
•	 Cost of materials and chemicals for water production.
•	 energy/electricity cost for water production and distribution.
•	 employee salaries, allowances and training.
•	 administration expenses.
•	 projection for future expansion of water facilities and replacement of equipment.
•	 2% levy for rural water supply.
The unit cost of producing water is computed by the GwCL taking into account these cost elements. This 
is communicated to the pUrC as a proposal for tariff adjustment. The proposal is studied and reviewed by 
the PURC and approval is given. Social factors including poverty and minimum wage are prominent in fix-
ing the water tariff. The pUrC also takes cognisance of tariffs of other utility services since they have direct 
impact on the overall water production, distribution and operation cost. The 2007 water tariff approved for 
the urban water sector by the pUrC is presented in Table 1.
Table 1. Urban water tariff for 2007
Customer description Water consumed 
(m3)
Water tariff per m3 
(GH¢, October 2007)
Water tariff per m3 
(GH¢, November 2007)
Domestic consumer 0-20 m3 0.40 0.66
Above 20m3 0.55 0.91
Commercial consumer Flat Rate 0.82 1.10
Public institutions/Govt. departments Flat Rate 0.82 1.10
Special commercial Flat Rate - 2.04
(Note: 1US$  =  GH¢ 0.9424)
Source: Ghana Water Company Limited
Water tariff setting for rural communities and small towns
The Community water and Sanitation agency facilitates the setting of water tariff in rural communities and 
small towns. This category of communities either manages the water supply systems through their wSdBs 
or private sector companies. The cost elements considered for the setting of water tariff is similar to that 
applied under urban water delivery, except the 2% levy for rural water supply. immediately after the instal-
lation of the water facility, the beneficiary community, Water and Sanitation Development Board, the district 
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assembly and CWSA meet to discuss and fix water tariff. The tariff is often based on experiences in other 
communities and relates directly to projected water production, expenditure and future investments. Once 
the water tariff determined is approved by all the stakeholders, it becomes binding until another meeting is 
arranged to review the tariff.
Current water tariff for small towns
Typical revenue from water production and operation cost of four small towns water systems located at 
asiakwa, asesewa, New abirim and akoase in the eastern region of Ghana, for year 2005 are tabulated in 
Table 2. The water systems for the four communities are mechanized boreholes and are managed by their 
wSdBs. The system for asiakwa has a water treatment component (Source: CwSa, er).
Table 2. Year 2005 water production, income and expenditure data of four small towns water 
systems
No. Item description Community
Asiakwa Asesewa New Abirem Akoase
1.0 Income
1.1 Standpipes 13,473.51 50,459.87 27,562.80 12,711.88
1.2 Private connections 2,731.200 5,656.70 9,991.55 5,024.91
1.3 Other incomes 687.53 1,777.54 6,571.46 539.26
1.4 Total income 16,892.24 57,894.11 44,125.81 18,276.05
2.0 O&M expenditure on water production (GH¢
2.1 Remuneration staff 5,822.94 17,625.83 11,021.92 3,387.22
2.2 Maintenance & repairs 1,785.20 8,997.38 9,501.00 492.73
2.3 Administrative cost 1,843.93 9,405.60 5,849.85 2,275.94
2.4 Miscellaneous cost 1,480.73 5,880.96 2,947.54 601.90
2.5 Total expenditure 10,932.80 41,909.77 29,320.31 6,757.79
Table 3. Proposed water tariff for small towns and expected incomes in the four communities
Item No Suggested water 
tariff (GH¢) per m3
Expected income to be generated in communities (GH¢)
Asiakwa Asesewa New Abirem Akoase
1 0.40 6,304.08 17,493.73 16,106.26 9,800.17
2 0.50 7,819.50 21,699.00 19,978.00 12,156.00
3 0.60 9,383.40 26,038.80 23,973.60 14,587.20
4 0.70 10,947.30 30,378.60 27,969.20 17,018.40
5 0.80 12,511.20 34,718.40 31,964.80 19,449.60
6 0.90 14,075.10 39,058.20 35,960.40 21,880.80
7 1.00 15,639.00 43,398.00 39,956.00 24,312.00
Table 4. Per capita water demand of the four communities in year 2005 
No. Item description Asiakwa Asesewa New Abirem Akoase
1 Total water consumed by community, m3 (year 2005) 15,639 43,398 39,956 24,312
2 Estimated community population (year 2005) 7,817 8318 11,291 6,150
3 Daily per capita water demand (litres) 5.5 14.3 9.7 10.8
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water tariff approved for most small towns water systems range between GH¢ 0.83 to GH¢ 1.39 per m3 of 
water. Most wSdBs charge average tariff of GH¢1.11 (US$1.18) per m3 of water. These are often flat rates 
charged on both private connections and standpipes. Tariff for commercial and industrial use are similar to these 
rates. These tariff levels are high and not uniform, when compared with that for urban water supply (refer to 
Table 1). it is observed that the water tariff approved for domestic consumers (November 2007) under the urban 
sector is about 59.5% of the average tariff under small towns (rural) water supplies. The arguments normally 
advanced for these tariff disparities between urban and rural water sectors by stakeholders are as follows:
•	 The communities participate in fixing their water tariff, so the levels relate to their ability to pay.
•	 The water tariff reflects actual expenditures on water production, operation and maintenance.
•	 The profits made by the WSDBs would be used for expansion of the water system, improvements in 
sanitation and funding of other developments activities within the community.
•	 The water system would be maintained beyond its designed life.
These arguments are logical but to a large extent do not benefit the rural water consumer. In Ghana, 
whereas urban water users do not contribute to capital cost of the water facilities during implementation, 
the rural community pays 5% of the total implementation cost. It is therefore unjustified that the rural water 
user pays a higher water tariff than the urban water user. It is shown in Table 2 that, in year 2005, the profit 
made on water sales compared with expenditure (profit as percentage of expenditure) in the four small towns 
amounts to between 38 to 170%. These income margins are unreasonably high. even though they are good 
indicators for sustainability of the water system, they are undesirable on the basis of tariff disparities that 
exist between urban and rural water sectors. One question, which emerges frequently at the annual stake-
holders meeting, which discusses the performance of WSDBs, is whether or not the huge profit made on 
water sales by the WSDBs actually benefits the rural water user. In the opinion of the authors of this paper, 
the communities do not benefit absolutely. While district assemblies’ audited reports on the small towns 
water systems indicate that profits made on several water systems are misused by the WSDBs, it has also 
been observed that the number of water users in the communities have dwindled over the years. reduction 
in the use of potable water or shift to unsafe water sources may result in escalation of water related diseases 
and would slow down the achievement of health impact objectives and the MdGs. Table 3 shows proposed 
water tariff, which range from 0.40 to 1.00(GH¢) per 1000 litres of potable water and the corresponding 
income that would be generated by the wSdBs. it is expected that if the CwSa and the district assemblies 
monitor effectively the operations of the wSdBs, water tariff levels for the rural water systems can be kept 
below GH¢1.00 per m3.
Dwindling water demands
information provided in Table 4 indicates that the actual daily water demands of water users in these four com-
munities range from 5.5 to 14.3 litres/person. This is unacceptably low and suggests that, either some group 
of community members do not use the water facility, or that potable water is used only for specified needs at 
the household level. This phenomenon may result from several factors including the tariff. daily water de-
mand of 20 litres/person is considered by the CwSa as the minimum for small communities (CwSa design 
Guidelines, 2005).
Conclusion and recommendation
The survival of man depends largely on safe water. The authors of this paper propose that critical assessment 
is made on the impacts of water tariff on affordability and accessibility of potable water to rural communi-
ties. if nothing happens, the communities may revert to the use of unsafe but ‘free’ water sources in spite of 
the dangerous consequences. The following conclusions are relevant.
•	 water tariff is a critical element for achieving the water coverage target of the MdGs in Ghana.
•	 water tariff for rural communities in Ghana is unacceptably high compared with that of urban water 
supplies. This phenomenon may result in rural poverty.
•	 dwindling water demands of water users in rural communities is related to the high tariff level.
•	 High profits made on small towns’ water systems may not be available for sustainability, unless super-
vision of management is ensured by public water sector institutions and the district assemblies.
•	 at the current expenditure levels, water tariff lower than GH¢1.00 per m3 is reasonable and feasible 
for rural communities and small towns presently. if properly managed it can sustain community owned 
water systems.
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